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How ‘Iimaginary’ Middle East
VLCC rates are having real-
world effects

ANOTHER day, another hard-to-believe peak reading for very large
crude carrier freight indexes. Rate assessments have long since left
historical records behind amid the extended closure of the Strait of
Hormuz.

Some argue that the Middle East Gulf indexes have left reality behind.

In the past, the VLCC market made headlines when rates hit the
psychologically triggering six-figure threshold. These days, MEG VLCC
indexes are violently swinging up and down by more than six figures
from one day to the next.

The highest-profile tanker index is the TD3C: the MEG-China time-
charter equivalent VLCC index. Some refer to it “as the Dow Jones of
the freight markets”, said Frontline chief executive Lars Barstad on a
recent conference call.

On March 12, the TD3C plummeted by $125,263 from the day before,
to $326,198 per day. It spiked by $190,190 — to $601,569 per day — on
Monday versus Friday. Then it plunged by $131,331 to $470,238 per
day on Tuesday.

The TD2 MEG-Singapore index is showing the same historically
unprecedented gyrations. On March 13, the TD2 fell by $182,640, to
$276,799 per day. It shot up $212,721 — to $489,520 per day — on
Monday. On Tuesday, it rose by $138,123, to $627,643 per day.
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‘To an extent, current freight is imaginary’

“We believe the volatility on TD3 mostly reflects
the lack of real activity from inside Hormuz,” wrote
Clarksons Securities analyst Frode Markedal on
Tuesday. “In our view, the recent jump in [TD3]
rates does not reflect the underlying market.”

Maorkedal dubbed the TD3 “unreliable as a market
indicator” and said that Clarksons Securities will
focus instead on TD15 West Africa-China index.

“To an extent, current freight is imaginary
and does not really translate to the physical
market,” Signal Ocean chartering analyst
Georgios Sakellariou told Lloyd’s List.

He noted that Asian refiners wouldn’t make
anything at freight costs implied by the TD3.

“So why does this freight still exist? In essence,

one reason is that it doesn’t happen — literally.

Since vessels cannot leave the Strait of Hormuz, we
haven’t actually seen any such voyages materialising.

“Does anybody pay such freights at the moment?
Nope,” he said, referring to Monday’s TD3C
index level of just over $600,000 per day. There
have been TCE rates achieved that are similar to
the TD3 levels, he said, but these are on shorter
runs from Yanbu in the Red Sea to India.

Regarding voyages to China and South

Korea from Yanbu, the highest real price
Sakellariou has seen equated to $13 per barrel
of freight, compared to the $18 per barrel
implied by the Monday’s TD3C reading.

Yanbu used to extrapolate MEG freight

The Baltic Exchange switched the BLPG1
index, which measures very large gas carrier
rates on the Ras Tanura-Chiba route, from
daily to weekly beginning on March 4.

The decision was made under the rule that
a benchmark can be changed or suspended
“in extreme circumstances” due to “a
sudden change in circumstances or markets
resulting it in being impossible to produce

a viable ocean bulk benchmark”.

“The Baltic very wisely decided to suspend the
[daily] quotation of the BLPG1, because there’s
nothing going on and if you did it, it would be
wild speculation,” said Ted Young, chief financial
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officer of Dorian LPG, at the Capital Link
International Shipping Forum on March 9.

“Given the fact that there are a number of charter
rates and other things based on the BLPG1,

it probably would have been irresponsible

[to continue daily quotes],” said Young.

The Baltic Exchange issued a circular on
March 4 reiterating guidance to panellists
for assessments of routes in cases where
they must use their “professional judgement”
if “no direct fixtures are available”.

The TD3C and the TD2, like the BLPG1, are
assessed for loadings at Ras Tanura, inside the
Strait of Hormuz. One option cited by the Baltic is
to look at “negotiations or fixtures on more liquid,
closely related or economically comparable routes,
normalised to reflect the route being assessed”.

In the case of the VLGC market, there were no
comparable routes — the majority of the VLGCs
coming out of the MEG are carrying Iranian cargoes.

In the case of the VLCC market, there is
rapidly escalating activity in Yanbu in the
Red Sea. According to Vortexa, exports from
Yanbu have risen from around 1m barrels
per day typically to current levels of 3m bpd,
versus port loading capacity of 4.5m bpd.

Lloyd’s List asked the Baltic Exchange on
Tuesday whether panellists were looking at
Yanbu fixtures and extrapolating MEG TCE
rates, and if not, how the TD3C is still being
published daily and not weekly like the BLPG1.

The spokesperson replied, “I can confirm that
Baltic panellists providing assessments for
TD3C can reference Yanbu fixtures but they
need to apply a risk premium that the owner
could accept to transit inside the Strait.

“All Baltic indexes are treated separately and
the panellists providing data for TD3 are still
able to provide daily assessments, so the Baltic
continues to publish the TD3 daily,” he said.

Hypothetical numbers, real-world effects

An index that measures what the freight rate is
for a VLCC with insurance that will transit the
Strait of Hormuz — at a time it cannot transit
the strait due to war — is very hypothetical. And
yet, the index has very real financial effects.
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During the Frontline call, which was held just
before the war began, Barstad highlighted the
proliferation of floating-rate charter contracts
based on indexes, as well as surging forward
freight agreement trading driven by the indexes.

One example of how hypothetical index numbers
translate into actual returns is BWET, the

Breakwave Tanker Shipping exchange-traded fund.

The BWET ETF buys near-dated FFAs to
mimic spot market moves, and 90% of the
FFAs it buys are priced off the TD3C. A
publicly listed VLCC owner will not earn
anywhere near the current TD3C index rate.

Most ships were on previously fixed voyages
when the war broke out, and for new fixtures,
listed companies would focus on safer loading
areas in the Atlantic basin where spot rates
are much lower. Consequently, an investor or

trader who bought shares of BWET is doing
vastly better amid the war than a buyer of stock
in listed VLCC owners — even though VLCC
owner shares are doing exceptionally well.

The adjusted closing price of Frontline was
up 57% year to date as of Tuesday, with
Okeanis Eco Tankers up 50% and DHT up
48%. Shares of BWET were up 292%.

Year on year, the adjusted close of Okeanis was
up 118%, Frontline 105% and DHT 64%. The
price of BWET was up 586% year on year.

Hypothetical rate assessments have translated into
massive returns for BWET investors, an example of
being on the right side of the TD3C index moves.

The reverse applies for FFA traders and
those with floating-rate contracts that
happen to be on the wrong side.

WHAT TO WATCH

Fujairah loadings plummet as drone attacks
rock UAE port prompting tanker rethink

DRONE attacks on the UAE’s port of Fujairah
have deterred tankers from lifting Murban
crude oil as loading volumes at the port
plummet. Vortexa data shows a sharp decline
in loadings at the port of Fujairah last week as
continued attacks disrupt port operations.

Loadings between March 9 and March 15 were
66% lower than the 1.9m barrels per day loaded
on to vessels between March 2 and March 8.

UAE’s national oil refiner ADNOC was keen
on raising crude tanker loadings at Fujairah
by diverting barrels from other UAE export
points inside the Strait of Hormuz, such as
Ruwais port in Abu Dhabi, to minimise the
impact of recent attacks on its export flows.

The pipeline has a capacity of 1.5m barrels per
day. Price reporting agency Argus Media also
reported that the UAE was stretching capacity
by an additional 0.2-0.3m barrels per day.

But attacks on the Fujairah Oil Tanker Terminal

have disrupted operations, with the port
intermittently suspending loadings from FOTT
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last week. Today’s Middle East port update
reported suspended operations yet again, following
drone attacks on March 14 and March 16.

Two of the eight storage tanks at the port of Fujairah
are understood to have been hit, removing 2m
barrels per day of storage capacity. Vopak’s bulk
liquids terminals have also suspended activity.

ADNOC this week also released official selling
prices for April loadings of its murban crude
oil at $69.45 per barrel, imposing a flat price
across all grades of crude oil. This was a
move that was met with confusion by crude
oil buyers, the charterers of tankers.

Onyx Capital Group managing director
Jorge Montepeque said that an industry
player took ADNOC'’s pricing as a signal
that “April cargoes will not be loaded”.

“At this moment no cargoes are loading out of
Jebel Dhana inside the Middle East Gulf and
if the war continues then the presumption

is that nothing will be loaded as the Strait of
Hormuz remains shut,” Montepeque said.
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Bearish outlook for Fujairah loadings

The risk for Fujairah loadings remains high as
indiscriminate attacks continue in the strait.
With vessels near Fujairah also being attacked,
this is adding more regional uncertainty.

Security firm Vanguard noted that Kuwait-flagged
LPG tanker Gas Al Ahmadiah (IMO: 9849629)
was hit by an unknown projectile while at

anchor about 23 nautical miles east of Fujairah

in the early hours, UAE time, of March 17.

Costs for charterers are likely to increase as
tanker owners look to charge more for putting
their assets in a risky region, despite time charter
equivalent rates already reaching record highs.

“The increased attacks are likely to drive up
insurance costs, in addition to the already high
premium set for vessels entering the Middle
East Gulf,” a tanker player told Lloyd’s List.

Unfavourable economics, with arbitrage windows
likely to be closed, could dissuade traders from

taking a gamble on lifting Murban crude at Fujairah.

Red Sea surge insufficient as
tankers head to Atlantic Gulf

Crude oil liftings in the Middle East are
unlikely to go away despite widespread attacks
on vessels and infrastructure. Shipbrokers
observed a rise in Yanbu loadings since the
conflict began as carriers avoid the SOH.

Aramco similarly pushed pipeline throughputs,
raising it to maximum capacity to ease the
inventory pile up its east coast refineries

are facing from the SOH attacks.

But it will not be enough to solve the current oil
shortage. Vantage Shipbrokers’ research team said:
“Although flows through Yanbu have doubled to
around 2.7m barrels per day in March, Saudi crude
exports are still less than 40% of pre-war levels.”

And exports are likely to remain suppressed
with the pipeline’s limited capacity throughput,
leaving a net 5m barrels per day for exports.

Vantage also noted UAE crude exports fell 40%
despite the initial rise in Fujairah loadings,
doubling to 2m barrels per day for March. Another
shipbroker, EA Gibson, on Friday noted that “it
remains to be seen how large an actual increase
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in shipments from Yanbu will be. Nonetheless,
even if volumes increase substantially, a

significant portion of MEG barrels will remain
shut in,” echoing that diversions in the Middle
East will be insufficient to replace lost barrels.

To plug the supply gap, industry players initially
expected a rise in tonne-mile demand for sailings
from West Africa and Latin America. These
regions were touted as potential replacements

for lost loadings in the Middle East.

But exports have stayed mostly flat. Vantage saw
West African exports rising by only 100,000 barrels
per day to 3.6m bpd in March when compared to
last year’s average, while Latin American exports
increased slightly by 300,000 bpd to 6.1m bpd.

The same can also be seen for US crude oil
exports which have yet to rise sharply despite
the rise in vessels ballasting in the Atlantic Gulf.
Exports have declined to 3.6m barrels per day
in March, 200,000 barrels per day lower than
last year’s average, according to Vantage.

But this could soon change, if the conflict is
prolonged. Poten & Partners noted that the
International Energy Agency’s plan to release barrels
from storage will favour US crude oil exports.

“The US is the largest contributor to the current
4o00m barrel release with 172m barrels, all
coming from the government-owned Strategic
Petroleum Reserve,” it said in a note on Friday.

It added that the US release will be the most
important for tanker markets given that they are
“most likely to be shipped overseas”. Poten also sees
most of these barrels heading to Asia with 80% of
Middle East crude oil flowing into the continent.

“If India, South Korea and/or China are the
buyers of incremental barrels from the US, this
could benefit long-haul very large crude carrier
demand and support freight rates as long as
a material portion of the global tanker fleet
remains stuck in and around the MEG,” it said.

But it also cautioned that a prolonged SOH closure
could cause oil demand destruction and threaten
the long-term health of the tanker market. Vantage
is already seeing more VLCCs ballast in the
Atlantic Gulf as they prepare for more exports. It
also noted that the US oil rig count had increased
by five since the conflict began, “suggesting

some modest near-term production growth”.
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US ease-off on Russia sanctions will make no

difference for most

WASHINGTON'’S short-term relaxation of
sanctions on Russian oil exports will make no
difference for most shipowners and marine
insurers, lawyers have said. The US move

is unilateral and companies with UK or EU
touchpoints are still obliged to meet restrictions
imposed by London and Brussels, they added.

Under the terms of Office of Foreign Assets
Control General Licence 134, the business

is now above board for American persons in
respect of products loaded on to vessels on or
before 1201 hrs Eastern Daily Time on March
12. However, the ease-off expires on April 11.

But GL134 does not authorise transactions
prohibited under other sanctions programmes,
including those targeting Venezuela, North
Korea or Cuba. Transactions involving Iran or
Iranian-origin goods are also still off limits.

While Ofac did not offer an explicit rationale
for its decision, it is likely designed to
facilitate trade in light of the de facto closure
of the Strait of Hormuz following the US
and Israeli attack on Iran last month.

Earlier this year, it was widely anticipated
that the EU would replace its current price
cap-based sanctions regime with an outright
ban on the provision of insurance, finance
or other shipping services for Russian

crude transported to third countries.

However, the policy seems to be on hold after
Hungary blocked its adoption. Leigh Hansson,
sanctions partner at law firm Reed Smith, said
that GL134 provides broad authorisations covering
the sale, delivery or offloading of oil cargoes.

These include activities necessary for vessel
docking and anchoring, crew health and safety,
emergency repairs, environmental mitigation, and
maritime services such as vessel management,
crewing, bunkering, insurance and classification.

It also authorises certain dealings with vessels

and entities that would otherwise be restricted.
“Importantly, however, EU and UK measures remain
unchanged, including the application of the price
cap and sanctions on designated persons,” Hansson
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added. “Parties with EU or UK touchpoints may

therefore still face exposure under those regimes.”
Comments from Dimitris Anassis, a partner in the
Piraeus office of Hill Dickinson, were stronger still.

“In practical terms, this makes no difference
whatsoever in circumstances where there will
almost always be a nexus with the EU and the
UK,” he said. Anassis argued the very idea of a
nexus is an artificial construct used by sanctions
authorities to define their jurisdictional reach.

Interconnection

The nature of marine insurance and related
arrangements in international shipping means that,
practically, there will always be some form of US,
EU or UK connection if the term is broadly defined.

Shipowner and shipmanagers would be best advised
to ensure that a trade they are involved in does not
offend the EU or the UK sanctions regime even if

it is in line, temporarily, with US requirements.

That neither Brussels nor London have
emulated the US example may indicate that
the resolve of the various sanctions regimes is
presently being tested, Anassis contended.

“Sanctions are partly driven by politics. UK

and EU leaders may not want to be seen backing
down when the stakes are high. “But sanctions
are also driven by market forces. The US is more
interested in trying to stabilise the global energy
prices than in any political exposure,” he said.

Nicholas Woo, partner in the shipping team
at Birketts, said: “The fracturing of the
sanctions regime will make it even more
difficult for commercial parties to navigate
obstacles when dealing with Russian oil.”

“UK- and EU-domiciled parties must remember

that they must still comply with the sanctions
requirements in these jurisdictions or face unwanted
attention from Britain’s Office of Financial Sanctions
Implementation and/or the relevant EU authorities.”

David Harris, London co-head of Norton

Rose Fulbright’s contentious financial
services group, also counselled caution.
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“To the extent any activity in connection with
transactions that are now allowed from a US
perspective are contemplated, existing compliance
approaches should be maintained and careful
analysis of the applicability of relevant UK

or EU sanctions should be conducted.”

DAC Beachcroft partner Simon Jackson said

he was concerned that the development could
make life harder for everyone in the maritime
industries. To offer a perspective as a marine
insurance lawyer, it seems to me that the more
sanctions regimes diverge and potentially
fragment, the more difficult it will be for owners
accurately to assess whether they are running
sanctions risks with different trades or cargoes.

“If they get that assessment wrong, we may

see more detentions of vessels and thus more
associated legal and regulatory complexities

for owners and their insurers.” James Neale,
senior associate at HFW, said that it is rare for
vessel to be solely subject to US jurisdiction and
have no exposure to UK or EU jurisdiction.

Accordingly, the shadow fleet* could emerge as the
main beneficiary. These tankers will now be able
transport Russian hydrocarbons without fear of US
secondary sanctions irrespective of the price paid
for the cargo. “The increased trading opportunities
for the shadow fleet presents additional risks to the
maritime sector,” Neale added.

* Lloyd’s List defines a tanker as being part of the
Shadow Fleet if it engages in one or more deceptive
shipping practices indicating that it is involved

in the facilitation of sanctioned oil cargoes from
Iran, Russia or Venezuela. Or it is sanctioned

for participation in sanctioned oil trades or is
sanctioned for links to a company that is sanctioned
for facilitating the export of sanctioned oil. Or it
participates in a cargo delivery where at some point
over the course of the delivery one party in the chain
engages in one or more deceptive shipping practices.

Lloyd’s List defines an LPG carrier as being
part of the LPG Shadow Fleet if it engages in
one or more deceptive shipping practices, or
if it is sanctioned by the US, UK or EU.

ANALYSIS

IMO'’s green rankings are a fight for fuel

market share

CLASSIFYING chemicals by their carbon intensity
is an unglamorous but essential task for the
diplomats negotiating the International Maritime
Organization’s global climate regulations. And
there is plenty of gold in what is and isn’t green.

The headline drama at the IMO is about
whether countries will be able to pass a global
carbon price this year, in the form of the Net-
Zero Framework or something similar.

But to set any fuel standard with carbon intensity
targets, you first have to decide how much
carbon is in each fuel: its emission factor.

A fuel standard like the NZF or Fuel EU
Maritime measures compliance by
distance between a ship’s carbon intensity
performance and the target intensity line.

That means the lower the fuel’s emission factor

number, the closer it gets you to the target
compliance line and thus the more attractive it is.
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Most of the suggestions for default emissions
factors are from countries with fuel to sell:
Brazil wants favourable ratings for its corn-
and sugarcane-based ethanol, and Indonesia
for its biodiesel made from palm oil.

How to set the default well-to-tank (WtT) emission
factor for LNG is another point of contention.
Several countries have submitted different numbers
to represent the WtT emissions of fossil LNG.

Intertanko said the choice of WtT number would
have a big impact on a ship’s compliance deficit,
and therefore its penalty cost, under the NZF.

Set it at 14 grams of CO2 equivalent per megajoule,
as Norway and France suggest, and more than 31%
of LNG carriers will be free of carbon penalties

in 2029, and nearly 16% compliant in 2030.

But setting it as 17.5 gCO2e/MJ, as France

suggests, would mean just 5% of LNG carriers
comply in 2029, and none from 2030. Denmark’s
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suggested figure, 33 gCO2e/MJ, would mean
all LNG carriers in Intertanko’s sample of 139
ships would face penalties from 2028.*

LNG carriers burn their cargo as fuel, as an
efficient way to deal with natural boil-off gas
(BOG) that would otherwise have to be burned,
vented, or reliquefied at greater energy cost.

Intertanko said LNG carriers were a structural
part of the LNG supply system, and were less able
to switch fuels or change their fixed operating
patterns. This, it said, would translate to big
differences in penalties by year: $1.5m in 2035 for
the lowest emission factor, compared with $3m
the same year if the highest number is used.

Engine type also makes a difference: the 14g number
would see 63% of LNG steamers clear of penalties
in 2030; at 17.5g, none of them would comply.

“The results show that relatively small differences
in the applied WtT assumptions lead to materially
significant compliance outcomes and associated
economic impacts, particularly in the early
years,” Intertanko said in an IMO submission.

Last year, BW LPG’s chief executive told an industry
panel that operators would probably pay to comply
with the NZF, since using greener bio-LNG would
mean installing costly separate deck tanks.

Opposition to the NZF has been loudest from oil
and gas exporting countries, including the US,
Saudi Arabia, Russia, Qatar and the UAE. Greek
shipowners with substantial investments in LNG
have also sought to kill off the carbon price plan.

*2028 was intended as the first year of compliance
under the NZF. But the delayed adoption means
that it would enter force from 2029 at the earliest.

Middle East port operational update: Tuesday,

March 17

Airspace across most Middle East Gulf countries

is reopening on a restricted basis. While some
countries remain closed, the majority have resumed
limited operations with a reduced number of flights.

As aresult, crew changes may be possible
in certain locations, but remain constrained
and subject to local conditions.

United Arab Emirates

+ Jebel Ali, Hamriyah and Sharjah port,
all terminal port operations are normal.

» Fujairah and Khor Fakkan: the Fujairah Oil
Tanker Terminal (FOTT) berths are presently

not operational. Vopak terminals have suspended
operations at its SPM until further notice. (updated)

« ADNOC SPM Terminal — unable to

confirm operational status. Authorities not
disclosing any details to agents. Awaiting a port
announcement. General cargo and container
discharge operations are proceeding as
scheduled at both Fujairah Terminal and Khor
Fakkan Terminal without any disruption.

« Ruwais and Abu Dhabi petroleum ports
are operational. Ruwais PPA (ISPS level 2)
and Abu Dhabi Ports (ISPS Level 1). Abu
Dhabi Ports confirmed that all UAE ports
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managed and operated by AD ports remain
fully open and are operating as usual.

« Ras al Khaimah ports remain open and

are operating normally. RAK Ports Group will
implement a Marine Risk Surcharge applicable
to all vessels calling at RAK Ports’ ports,
harbours, anchorages and approaches.

« Atemporary measure has been implemented to
facilitate customs cargo clearance for shipments
destined for Jebel Ali or Abu Dhabi ports via the
ports of Fujairah and Khor Fakkan. In response to
ongoing circumstances, this initiative allows direct
road transport of containers to Jebel Ali, designated
Free Zones, or Abu Dhabi, eliminating the need to
adhere to traditional customs clearance procedures.
This strategy aims to enhance operational

efficiency and streamline logistics processes.

Kuwait

« No alerts/notifications/circulars
from the Kuwait Port authorities.

« Presently no stoppage of operations reported, and
no official information from the port authorities.

 Shuaiba and Shuwaikh ports ISPS Level: 2

« Airspace closed temporarily.
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Oman

« No alerts/notifications have been
issued by the local authorities.

» Ports working normally: Port of Sohar, Port
Sultan Qaboos, Muscat, Mina al Fahal, Qalhat
LNG Terminal — Sur, OMIFCO Terminal —
Sur, Dugm port, Asyad Drydock — Dugm.

« Port of Salalah (CT and GCT) resumes operations.

However, liquid cargo ops are still suspended.

« Vessels calling the port of Dugm must submit

an official letter stating that they are not carrying
any dangerous goods on board. If any dangerous
goods are found, the type of cargo must be specified
in detail, and the vessel must await the ministry’s
approval before entering Omani territorial waters.

+ All vessels scheduled to call at MAF are to
ensure their Doppler log is fully operational.
This precaution is necessary due to ongoing
GPS interference in the area. Vessels without
a functioning Doppler log cannot be

berthed due to safety requirements.

« Qalhat LNG Terminal, Sur and Mina al
Fahal, Muscat, ISPS Level 3 as a precautionary
measure. All other ports ISPS Level 1.

« Airspace remains open, although some
international flight routes have been suspended.

Saudi Arabia

+ There are presently no alerts or warnings
issued by the local port authorities. All operational
activities are functioning at full capacity.

» Saudi Arabia’s national carrier confirmed
flights suspended for Bahrain, Kuwait, Amman,
Dubai, Abu Dhabi, Doha, Russia and Peshawar.

Bahrain

« Vessel movements in Bahrain have gradually
resumed; however, operations remain limited
due to the restricted availability of pilots.
BAPCO operations remain suspended.

APM Terminals has resumed operations.

« At present, crew changes are not feasible
as the airspace remains closed.

« ISPS security level remains at Level 1.
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Qatar

« Hamad port, Doha port and Al Ruwais port —
ports are operational; however, activity levels are
lower than pre-conflict. Al Ruwais Port is restricted
to small craft only, including dhows and barges.

» Mesaieed port and Ras Laffan port — port
operations ongoing. QatarEnergy has ceased
production of LNG and associated products.

« Al Shaheen Terminal and Halul Island Terminal
— Operations suspended until further notice.

« The official security status remains at
Security Level 1. However, as a proactive
measure, all vessels are requested to exercise
heightened caution and vigilance.

« The Ministry of Transport has advised that,
to maintain supply chain continuity, shipping
lines may route raw materials and consumer
goods destined for Hamad port via designated
alternative ports in Oman and the UAE, with
maritime agencies required to coordinate
with the relevant port authorities and notify
the ministry accordingly. First Alternative

— Sohar, Salalah and Dugm ports. Second
Alternative — Fujairah and Khorfakkan ports.

Egypt

« No alerts/notifications have been
issued by the local authorities.

« All ports and the Suez Canal are
operating without disruption.

» (Egyptair) commenced operating some
flights to/from MEG countries.

Jordan

« Jordan remains stable. Authorities continue
to issue general public awareness guidelines
purely as precautionary measures. There

are no security incidents inside Jordan.

+ All operations remain normal at Aqaba port.
Terminals, marine services, cargo handling, and
gate operations are functioning without disruption.
Maritime navigation and cargo operations are
proceeding smoothly and without delay.

« Royal Jordanian and the Jordanian
airspace remain open, flights to Qatar, UAE,
Syria, Bahrain and Kuwait remain closed.
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Pakistan
« All ports remain fully operational.
o ISPS level remains at Level 1.

« Airspace remains open, with no
operational impact reported.

Iraq

 Iraqi ports (Umm Qasr ports North and South,
and Khor al Zubair) are working normally.

« Basrah Oil Terminal and SPM Somo
Terminal have ceased export operations.

» No port restrictions or emergency
measures in place.

» Fresh water supply and food purchasing/
provisioning are available.

« Crew change is available, but there
is a delay in issuing the visa.

« Shore leave (for emergency
medical treatment) available.

Cyprus

+ All ports remain fully operational.

» ISPS level remains at Level 1.

« Airports and airspace remain open, with no

operational impact reported (some flights are being
cancelled on a daily basis). Potential issues with

crew changes due to limited number of flights.
Lebanon

« All ports remain operational, with no
alerts or warnings issued by the local port
authorities so far. South of Lebanon is in
an unstable operational situation.

o ISPS level remains at Level 1.

« Airspace remains open and operating
only Middle East Airlines flights.

» Both the private and public sectors
are operating normally.

Israel

« Eilat, Ashkelon, Ashdod, Hedera
and Haifa are fully open for business
and functioning at full capacity.

» No ship has left Israel or was forced
to leave outside its schedule.

» Airspace is now open but restricted.
Flights are coming in and out of Israel
on a limited basis, with restrictions.

» Ro-ro car deliveries: Only direct delivery
allowed at this stage. No storage at ports
is allowed until further notice.

Source: Inchcape Shipping Services — the
appointed Lloyd’s Agents in UAE, Oman,
Kuwait Qatar and Iraq. Status last updated
March 17, 1000 hrs UAE local time

MARKETS

Boxship charter market strengthens as Middle
East crisis sparks vessel shortages

THE ongoing crisis in the Middle East is driving an
upswing in the containership charter market, with
analysts pointing to surging demand for smaller
vessels and mounting pressure on available capacity.

Carriers are increasingly preparing alternative
routing strategies as the Strait of Hormuz is
expected to remain closed for an extended period.

“The Jeddah gateway is quickly emerging as the
preferred gateway, with land bridge connections
to the eastern Gulf region,” Linerlytica noted,
highlighting a major shift in regional logistics
patterns. Short-term adjustments are already
visible. Linerlytica reports a rise in sublet vessels

According to Linerlytica, the disruption
has provided a significant boost for boxship
tonnage providers, particularly those which
own smaller vessels capable of operating

in the Red Sea and Arabian Gulf.
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emerging across the Indian subcontinent and
Southeast Asia as operators reconfigure services.

Maersk and CMA CGM continue to be the most
active carriers in the charter market, with
both charter extensions and new fixtures.

Meanwhile, rising bunker fuel costs are
favouring modern eco tonnage which is further
tightening supply of the most efficient ships.

The Hamburg and Bremen Shipbrokers’ Association
(VHBS) notes that the suspension of Hormuz
transits has effectively trapped or restricted between
100 and 170 containerships, equivalent to between
400,000 teu and 458,000 teu of fleet capacity.

Rerouting of ships has contributed to
rising port congestion and a growing
shortage of available vessels.

Forward fixing — securing ships well in
advance — appears to have become standard
practice while freight rates are expected to
rise further following a recent 15% increase in
the Shanghai Containerized Freight Index.

Meanwhile, the previously expected market easing
due to a return to the Suez Canal, combined with

a wave of new vessel deliveries, now appears
increasingly unlikely to materialise in the near term.

“A year that once pointed toward gradual softening
has transformed into a geopolitically fuelled

bull market for container chartering, at least

in the short to medium term,” said VHBS.

Shipbroker Braemar describes the charter
market as “very firm,” despite bunker shortages
and widespread supply chain disruption with
competition for available ships being intense.

Limited vessel supply across nearly all size
segments continues to support strong rates.

Charterers are moving earlier to secure tonnage,
wary that waiting could mean missing out entirely.

Owners, in turn, remain confident in
maintaining high rate expectations.

Braemar highlighted strengthening conditions

in the feeder segment, where both charter
durations and rates are climbing amid tight
availability in both Atlantic and Far East markets.
Larger containerships remain particularly
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scarce, and even forward availability into
2027 is already looking constrained.

The sub-panamax segment is another
hotspot, with Chinese-built vessels attracting
strong interest as some of the few ships still
accessible in an increasingly tight market.

“With so many geopolitical tensions and disruptions
currently unfolding around the world, visibility
remains extremely limited,” Braemar said.

“Forming any clear view on how the
market will develop from here is
becoming increasingly difficult.”

Recently reported charters with extended
handover dates included the Greek-controlled
6,800 teu Cape Pioneer (IMO: 9719874).

This post-panamax vessel, built in 2017,
has been fixed to Maersk with a delivery
date not expected until June 2027.

The five-year charter is understood to have
been concluded on private terms.

Maersk has also recently fixed the 4,250
teu panamax Spil Kartini (IMO: 9353266)
on private terms for three years, in addition
to the 3,500 teu Bach (IMO: 9436458)

for 30 months at $35,000 per day.

CMA CGM was confirmed to have extended the
charter of the 5,576 teu Ensenada (IMO: 9247546)
for three years at a daily rate of $39,500.

The same carrier has also secured the
3,300 teu newbuilding Hua Da 618 for a
two-year charter for $35,000 per day.

The vessel is expected to be delivered by
its shipbuilder in July. CMA CGM has been
particularly active of late in extending

the charters of small feeder tonnage.

They included the 900 teu Linda (IMO:
9354325), which serves in the North Sea,
with the charter extended by one year at
a daily rate of €13,500 ($15,530).

For its intra-Asia feeder services, Singapore-
headquartered container line X-Press
Feeders has extended the charter of the
2,458 teu Big George (IMO: 9142942) for
up to 16 months for $25,000 per day.
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Guangzhou Shipyard International to win
lifeline ropax newbuild contract

GUANGZHOU Shipyard International is set
to sign firm shipbuilding contracts for two
new ropax ferries for Scottish state-owned
Caledonian Maritime Assets Limited (CMAL).

The subsidiary of China State Shipbuilding
Corp, which is an experienced builder of
ro-ro type tonnage, has been confirmed as
the lead bidder for the order. This followed

a tender process that had shortlisted GSI,
compatriot shipyard China Merchants Jinling
Shipyard Weihai and two yards in Tiirkiye.

The first of the 1,300 lane metre ships, which will
also have capacity for 200 passengers, is due to be
delivered in 2029. The newbuilding project, which
includes provision of shore power at the ports which
the vessels will serve, is valued at circa $270m.

Both vessels will operate lifeline services for
NorthLink Ferries from the Scottish mainland port
of Aberdeen and the Orkney Islands and Shetland
Islands. They have been ordered to replace two
1990s-built ro-ro cargoships of 1,000 Im each.

While the new ships will be effectively owned
by the Scottish government under CMAL, they
will be managed by UK outsourcing company
Serco, which operates NorthLink Ferries
services. Commenting on the order, CMAL
chief executive Kevin Hobbs said, “GSI’s bid

demonstrated a commitment to innovation and
efficiency, and we are confident they will deliver
a reliable, robust pair of vessels to support the
Northern Isles ferry service for years to come.

“This commitment is underpinned by strong
workforce policies and internationally recognised
environmental and safety management
standards,” added Hobbs, who confirmed

that shipbuilding contracts are expected to

be signed before the end of this month.

GSI has a strong track record of building ropax
ferries for leading European operators, including
DFDS, MSC ferry operating subsidiary GNV and
P&O Ferries. The yard is also an experienced
builder of large containerships, product

tankers, and large car and truck carriers.

In December, New Zealand’s Ferry Holdings
confirmed it signed shipbuilding contracts
with GSI for two, battery-electric hybrid,
ropax newbuildings for delivery in 2029.

The 2,500 Im vessels are being built to operate
for KiwiRail across the Cook Strait, replacing two
smaller ships. In May last year, GNV confirmed
an order for four, LNG dual-fuel, 3,500 Im

ropax vessels at GSI for delivery in 2028 and
2029. They follow four ships of similar design
delivered by the yard in 2024 and 2025.

IN OTHER NEWS

Kuwaiti gas carrier hit by
projectile in Gulf of Oman

AN LPG carrier was targeted
while at anchor off Fujairah,
in the Gulf of Oman on
Monday night, causing minor
damage to the vessel.

Security firm Vanguard said
that the Kuwaiti-owned Gas

Al Ahmadiah (IMO: 9849629)
was hit by an unknown
projectile while at anchor
about 23 nautical miles east of
Fujairah, United Arab Emirates,
at 2301 hrs on March 16.

The Kuwait Oil Tanker Co-
owned Gas Al Ahmadiah (IMO:
9849629) left Mariveles on
February 18 and arrived in the
Gulf of Oman on March 7.

Strait of Hormuz status

puts seafarer repatriation
obligations on shipowners

THE recent designation of the
Strait of Hormuz and surrounding
waters as a Warlike Operations
Area will impose new operational
and legal risks on shipowners,
operators and charterers sending
tonnage into the area, a lawyer
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has warned. They must also
meet an obligation to repatriate
seafarers who do not wish to
serve in the region, which is

in the throes of heavy fighting
between the US and Israel on the
one hand and Iran on the other.

WOA status is determined
through a subcommittee of the
International Bargaining Forum,
a body which brings together

the International Transport
Workers' Federation representing
crews and the Joint Negotiating
Group of maritime employers.
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Classified notices follow
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